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(1)

HELPING STATE AND LOCAL GOVERNMENTS
MOVE AT NEW ECONOMY SPEED: ADDING
FLEXIBILITY TO THE FEDERAL IT GRANT
PROCESS

TUESDAY, JULY 9, 2002

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TECHNOLOGY AND PROCUREMENT

POLICY,
COMMITTEE ON GOVERNMENT REFORM,

Washington, DC.
The subcommittee met, pursuant to notice, at 10 a.m., in room

2154, Rayburn House Office Building, Hon. Thomas M. Davis
(chairman of the subcommittee) presiding.

Present: Representatives Tom Davis of Virginia, Horn, Ose, and
Schrock.

Staff present: Melissa Wojciak, staff director; George Rogers,
Uyen Dinh, and John Brosnan, counsels; Victoria Proctor and
Teddy Kidd, professional staff members; Todd Greenwood, clerk;
Mark Stephenson, minority professional staff member; and Jean
Gosa, minority assistant clerk.

Mr. TOM DAVIS OF VIRGINIA. Good morning. Welcome to the Sub-
committee on Technology and Procurement Policy’s oversight hear-
ing on State and local governments’ information technology grant
management process. Before I continue, I ask unanimous consent
that all Members’ and witnesses’ written opening statements be in-
cluded in the record. And without objection, so ordered.

I also ask unanimous consent that articles, exhibits and extra-
neous or tabular material referred to be included in the record.
Without objection, so ordered.

The Federal Government provides over $2 billion in grants each
year to support a variety of State programs including Medicaid,
child support enforcement, food stamps, and juvenile justice. The
State governments, through their chief information officers, have
voiced concerns that restrictions on how Federal funds are spent
inhibit their ability to coordinate related functions across depart-
ments or agencies, thus making it difficult to provide effective serv-
ice to citizens.

Information systems are a critical tool to support and enhance
program administration, improving the ultimate goal of serving cli-
ents. In fiscal year 2000, the Federal Government’s expenditure for
information technology [IT] planning, development, acquisition and
operations for State systems that support the child support enforce-
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ment, child welfare, Medicaid and Food Stamp programs totaled al-
most $2 billion.

Measuring the effectiveness of Federal investment in State and
local IT initiatives requires a look at whether these investments
have improved productivity and the quality of services delivered by
State and local governments.

Most State governments have embraced information technology’s
promise to deliver better services to citizens at a lower cost. State
and local governments spent $39 billion on information technology
products and services in 2001. That’s 48 percent of all government
spending on IT. State and local spending on IT is increasing at a
faster rate than Federal spending, not including defense and secu-
rity-related expenditures, and State and local governments will be
the beneficiaries of much of the supplemental funding approved for
homeland defense. However, State and local IT planning faces the
same general challenges that the Federal Government faces: incom-
patible legacy systems, stove-piped organizations and difficulty in
transforming government processes to best use the new tech-
nologies.

Stove-piped, or vertical organizations, where each agency devel-
ops and guards their own independent IT capabilities, often result
in higher procurement costs and multiple IT systems that can be
incompatible. Data and processes maintained by one agency’s sys-
tems are usually not accessible to another agency’s systems. SAP,
a leading enterprise software firm, reports that roughly 40 percent
of the average IT budget is spent on trying to achieve interoper-
ability of different IT programs.

Presently, many commercial solutions already permit different
information systems to communicate with one another and to be
used as a single, compatible whole, often known generically as ERP
or Enterprise Resource Planning systems. Compatibility of IT sys-
tems requires changing process and management structures which
has made it difficult to achieve government buy-in. Most Federal,
State and local agencies are resistant to change or reluctant to at-
tempt solutions that could erode their power. This problem is com-
pounded because IT compatibility is an issue that crosses jurisdic-
tional lines between State and Federal.

The subcommittee is interested in learning more about how State
and local information technology grants are managed and if the
process of allowing States the flexibility to procure these systems
in a timely, efficient and cost-effective manner while giving the
Federal Government the appropriate and proper oversight. The
focus is clearly directed at providing the delivery of government
services to citizens efficiently. The private sector has already devel-
oped the information systems and programs that will facilitate this
process. This hearing will attempt to determine whether the Fed-
eral Government should re-evaluate its role and permit State and
local governments greater flexibility while maintaining accountabil-
ity standards so that they can obtain the information technology
tools they need to share information and deploy systems to achieve
effective service delivery.

The subcommittee today is going to hear testimony from Dr.
David McClure, the Director of Information Technology Manage-
ment Issues at the GAO; Dr. Sherri Heller, the Commissioner of
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the Office of Child Support Enforcement Administration for Chil-
dren and Families, U.S. Department of Health and Human Serv-
ices, accompanied by Mr. Richard Friedman, the Director of Divi-
sion of State Systems, Center for Medicaid and State Operations
Centers for Medicare and Medicaid Services; Mr. Roberto Salazar,
the Administrator of Food and Nutrition Services, U.S. Department
of Agriculture; Ms. Aldona Valicenti, the chief information officer,
Commonwealth of Kentucky; Mr. Larry Singer, the chief informa-
tion officer of the State of Georgia; and Mr. Robert Stauffer, the
health and human services business development manager,
Deloitte Consulting.

[The prepared statement of Hon. Tom Davis follows:]
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Mr. TOM DAVIS OF VIRGINIA. I now yield to Congressman Turner
for any opening statements he may wish to make.

Mr. TURNER. Thank you, Mr. Chairman, and welcome to all of
our witnesses this morning. I think this is a very important hear-
ing, and I am glad that we’re having the opportunity to not only
hear from the witnesses here today, but to hear from the GAO re-
garding the report that the chairman and I requested some months
ago regarding this issue.

You know, I found with information technology we all under-
stand full well the advantages that it brings to both the public and
the private sector in terms of increased productivity, savings, cost
savings, to the taxpayer, and yet we also, I think, have to admit
that it is one of those areas, because it involves so many thou-
sands, even millions of dollars of expenditures, that the potential
for making mistakes, making errors in purchasing, making deci-
sions about infrastructure, planning can lead to significant waste
of taxpayers’ dollars. And one particular area that I think we all
share a mutual concern regarding is whether or not some of the re-
quirements coming from the Federal Government to our States on
State-administered Federal programs has resulted in waster of tax-
payer dollars because of some of those technical requirements.

So the purpose of our endeavor today is to try to be sure that
we are eliminating any of those possibilities for waste and to be
sure that there is a seamless relationship between the Federal
Government and the State government in these programs.

So with that, Mr. Chairman, I thank you for having this very im-
portant hearing, and I look forward to hearing from our witnesses.

Mr. TOM DAVIS OF VIRGINIA. I thank you very much.
Mr. Horn, any opening statement?
Mr. HORN. Thank you, Mr. Chairman, for holding the hearing,

and I’ll be very brief so we can get to the witnesses.
I have just two general observations to make. One, as we have

seen too many times in the past, Federal agencies often have seri-
ous problems whenever they undertake a major upgrade of their
computer systems. The IRS, the FAA, the National Weather Serv-
ice and others have experienced disastrous outcomes in past mod-
ernization efforts. So having Federal agencies supervise and advise
the States on new information technology is an interesting propo-
sition from the start.

Two, the States often seem equally adept at fouling up informa-
tion technology projects, so it is clear that the source of IT perfec-
tion will not be found in Sacramento or Richmond or Washington
or anywhere in between. That brings us to today’s hearing and the
question of whether we can find some ways to at least simplify and
streamline the current process while maintaining accountability for
tax dollars.

Federal and State agencies should not spend months and years
debating, examining and then reexamining plans for new computer
systems that are obsolete before they are unpacked. I doubt that
there is a simple answer to this problem, but I hope and expect
from our expert witnesses that we can be enlightened on this,
where the problems are, and what logical systems might be pur-
sued to allow American taxpayers to get a better return on our IT
investments. Thank you.
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Mr. TOM DAVIS OF VIRGINIA. Thank you very much.
Mr. Schrock, any opening statement?
Mr. SCHROCK. Thank you, Mr. Chairman. I don’t have an open-

ing statement except to say thank you for doing this. I came mainly
to hear what you all have to say, how what you’re doing can maybe
help us get our act in order up here as well, and I think Mr. Turn-
er said it best. In the chairman’s opening statement the one key
word I looked at was ‘‘interoperability.’’ That seems to be the key
to everything, so I’m hoping you can focus on that and help us get
our ducks in a row as well. And, again, I look forward to hearing
your testimony.

Mr. TOM DAVIS OF VIRGINIA. Thank you.
As you know, I’m going to call a panel of witnesses to testify. As

you know, the policy of this committee is that all witnesses be
sworn, so if you’d rise with me and raise your right hand.

[Witnesses sworn.]
Mr. TOM DAVIS OF VIRGINIA. Be seated.
To afford sufficient time for questions, if you could limit yourself

to 5 minutes for your statements. We have a light in front, and
when the light turns orange—it will be green—when it turns or-
ange, you have a minute to sum up. When it turns red, your 5 min-
utes are up, and if you’d move to try and summarize after that.
Your entire testimony is in the record, and Members, certainly
their staffs—presumably the Members have read the testimony and
have gleaned questions off of that. As I said, the total written
statements are made part of the permanent record.

We’ll start with Dr. McClure and move on down the aisle.
Thanks for being with us.

STATEMENT OF DAVID L. McCLURE, DIRECTOR, INFORMATION
TECHNOLOGY MANAGEMENT ISSUES, U.S. GENERAL AC-
COUNTING OFFICE

Mr. MCCLURE. Thanks, Mr. Chairman. It’s a pleasure to be here
this morning, welcome us here at the hearing. We are here to dis-
cuss our review of the Federal funding approval process related to
State IT systems used by HHS and USDA for the child welfare,
child support enforcement, Medicaid and food stamp programs. I
know that you and other members of the subcommittees have spe-
cific issues of interest that you want to followup on, and I’ll be
happy to do that in the Q and A period.

My written statement provides details on the statutory and regu-
latory requirements that govern the Federal approval and funding
for State IT development and acquisition projects in these four pro-
gram areas. It’s important to note that any changes to existing
processes would require modifying regulations and possibly legisla-
tion to amend current statutes, most of which were put in place to
ensure oversight accountability and stewardship over Federal fund-
ing provided to the States.

There’s also been much written about how the Federal IT ap-
proval process in the human services area works. In hearings and
other forums, some State officials have reported that the process
takes too long, is inefficient, duplicative, and yields questionable
value for all of the parties that are involved. Of particular concern
is the OMB requirement that when a system is to be used by more
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than one Federal program, plans must be submitted to multiple
agencies that provide sufficient detail to demonstrate that costs are
allowable and fairly allocated among the various Federal and State
programs that benefit from the project. This cost allocation provi-
sion is one which many State officials want changed largely from
a practicality standpoint as it relates to today’s growing demand
for a highly integrated technology environment.

To obtain a factual picture about the timeliness of the Federal
review processes, we examined State requests for Federal IT fund-
ing involving these four programs for 2 fiscal years, fiscal year
2000 and 2001. This entailed some 1,150 planning and acquisition
documents submitted to HHS’s Administration for Children and
Families, to the Center for Medicare and Medicaid Services, and
USDA’s Food and Nutrition Service. Unfortunately, we are unable
to assess how long the Federal processes took to reach final deci-
sions on all of these State submissions because the information re-
quired to do so is simply not readily available. We also did not as-
sess the adequacy of the Federal analysis or the agency responses.

What we can comment on is the time that it took agencies to re-
spond to the initial State request. For a vast majority of these
cases, 89 percent, agencies, the Federal agencies, did respond in
the form of an approval, a disapproval or a request for more infor-
mation within the 60 days generally required by regulation.

We also examined a sample of 51 requests that exceeded 60 days.
When known, the most common cited reasons by the Federal agen-
cy for the additional time involved were resource and staffing
shortages, the complicated nature of the issue involved or multi-
layer views required. A large number of these involved questions
about cost estimation and cost allocation. Additionally, Mr. Chair-
man, in all but three of the cases where Federal responses exceed-
ed 60 days, State officials that we spoke to reported that the timing
of the Federal response had no negative impact on the State IT
project. Still, some noted specific problems associated with the
quality and consistency of the reviews, and clearly officials from
one-third of the States that we contacted did surface problems and
believe that this process should be more streamlined.

With that, let me turn to the issue of consistency of the cost allo-
cation reviews. OMB’s cost allocations requirements are based on
appropriations law, which provides that an agency may not expend
appropriated funds for purposes other than those for which the ap-
propriations were made. Mr. Chairman, while ACF, CMS and FNS
did attempt to coordinate their reviews, we did find instances of in-
consistent Federal actions taken by HHS and FNS when reviewing
APD cost allocation plans. This accentuates the critical need for ef-
fective Federal coordination on these matters.

Despite the expressed desire for change, progress in this area has
been extremely slow to date in changing the processes. An ongoing
work group performed by ACF, CMS, FNS to address these prob-
lems has been in place for almost 2 years, but it’s currently stalled
and at present has no plans to recommend changes to the ADP
process.

In short, the common concerns of the involved parties in these
review processes revolve around five issues: timeliness, approval
and funding criteria, review duplication and consistency, Federal
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and State staffing capability and competency, and governance-
structured issues dealing with effective State and Federal working
relationships.

To be successful it will be important for future alternatives or
improvements to the existing Federal review procedures, processes
and practices to address these fundamental issues. And in short,
the Federal agencies and the State need to reach agreement on
what parts of the process can be retained and those which should
be changed to improve the efficiency of the process.

Thank you, Mr. Chairman. I look forward to dialog and Q and
A.

Mr. TOM DAVIS OF VIRGINIA. Thank you very much.
[The prepared statement of Mr. McClure follows:]
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Mr. TOM DAVIS OF VIRGINIA. Go ahead, Dr. Heller.

STATEMENT OF SHERRI Z. HELLER, Ed.D., DIRECTOR, OFFICE
OF CHILD SUPPORT ENFORCEMENT ADMINISTRATION FOR
CHILDREN AND FAMILIES, U.S. DEPARTMENT OF HEALTH
AND HUMAN SERVICES, ACCOMPANIED BY RICHARD FRIED-
MAN, CENTERS FOR MEDICARE AND MEDICAID SERVICES

Ms. HELLER. Thank you. Good morning, Chairman Davis and
members of the subcommittee. Thank you for inviting Rick Fried-
man of CMS and myself to be with you. I look forward to the dialog
as well.

At HHS we review and approve major IT developments and pro-
grams for which Federal funding is open-ended. These programs
are Medicaid, the child support enforcement program and the child
welfare programs. Since States receive matching Federal funds for
IT expenditures on these programs, and since these can be costly
and risky, the Federal Government has exercised oversight in this
area for quite a long time. HHS committed $1.903 billion in fiscal
year 2001 to State systems. States contributed $809 million. These
systems provide important information that helps States and HHS
manage Medicaid, child support enforcement, and child welfare
programs, including providing performance and outcome informa-
tion that assists Congress in making decisions.

We’ve traditionally seen the necessity of reviewing expenditures
in programs that are potentially open-ended such as Medicaid. The
Clinger-Cohen Act establishes that Federal IT projects should be
subject to high-level scrutiny in terms of cost, IT system outcomes
and relationships with other projects. This public stewardship role
is especially relevant for this administration’s management agenda,
which stresses improving financial management and the effective-
ness of e-government solutions and reducing IT project
redundancies in the Federal Government.

We want an approval process that helps States meet their pro-
gram goals, serve the taxpayers’ interests and adheres to applica-
ble regulations and cost principles. The APD process generally pro-
vides States with fast responses. In the past 2 years of APDs, we
have responded to States within 60 days in 94 percent of the cases.
Even where more complex situations demanded more lengthy anal-
ysis, such as integrated systems that serve multiple programs, we
maintain productive communications with States and coordinate
with our Federal peers to ensure fair and timely review.

And I’ll skip some things here because you said them very nicely.
The APD process reduces potential problems or waste by ensur-

ing that once taxpayers buy a new IT system for one State, that
same system can be offered to other States across the country. This
prevents States from duplicating work that was already performed
using Federal funds.

We are pleased to have the GAO reaffirm for us that in the vast
majority of cases we are timely in our response to States, and we’re
also encouraged by the States’ report that when delays did occur,
they did not generally cause problems for the development of their
systems.

We continue to believe that Federal oversight, including prior ap-
proval of open-ended major IT expenditures, is necessary, but we
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think that the funding process and review process could be im-
proved to reduce the States’ burden and improve program out-
comes.

After working with several years—for several years with States,
State associations and with the Federal Government, in 1996, the
Department raised the dollar threshold for triggering the APD re-
quirements. We have helped lead an interagency group with State
representatives that is examining whether such thresholds could be
raised again, and that group is also identifying other potential im-
provements in the process as well, including ways to reduce docu-
mentation and process requirements in exchange for increased ac-
countability from States and better system outcomes.

We provide a variety of technical assistance to States including
weekly meetings with States that are developing major systems.
We also conduct training sessions, share best practices at con-
ferences and through Websites, and facilitate system transfers to
help States and the Federal Government save money.

We acknowledge that it does take some time and management
attention to develop a strong plan for a major IT project and to as-
sure that all the relevant organizations approve it. We, of course,
go through a similarly demanding process for any new IT invest-
ment at HHS as required by the Clinger-Cohen Act. As overseers
of these investments the Office of Management and Budget and the
Congress frequently request additional information or explanations
about the project, raising important issues that we need to address
before moving forward with a project.

Likewise, we want to make sure that State investments of Fed-
eral dollars in IT are the best investments possible. We have
worked to ensure that States have access to federally funded IT
tools and systems that are already developed and want to continue
to maximize our previous investments.

We intend to work continually with our Federal partners and
with our State partners to develop some new approaches, such as
performance measures for the development of systems that would
tie funding specifically to desired outcomes. We think it’s impor-
tant, in short, to maintain accountability for the substantial invest-
ment being made in these systems, especially where the funding is
open-ended, but we think that there is room to be responsive to the
kinds of concerns that are being raised.

We look forward to the dialog today and think that it’s just the
first step at an ongoing constructive dialog. Thank you.

Mr. TOM DAVIS OF VIRGINIA. Thank you very much.
[The prepared statement of Ms. Heller follows:]
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Mr. TOM DAVIS OF VIRGINIA. Mr. Salazar.

STATEMENT OF ROBERTO SALAZAR, ADMINISTRATOR, FOOD
AND NUTRITION SERVICE, U.S. DEPARTMENT OF AGRI-
CULTURE

Mr. SALAZAR. Good morning, Mr. Chairman, members of the sub-
committee. I’m Roberto Salazar, Administrator of the U.S. Depart-
ment of Agriculture’s Food and Nutrition Service, also known as
FNS. I am pleased to join you here today as you review the man-
agement of State information technology grants, an interest shared
by this administration in its support to States in acquiring com-
puter systems for an array of Federal programs.

A little over 2 months ago, I joined Secretary Ann Veneman’s
team at USDA. I had previously served as executive director of the
Office of Science and Technology for the great State of New Mexico.
I was eager to join with Food and Nutrition Consumer Service’s
Under Secretary Eric Bost and Deputy Under Secretary Suzanne
Biermann, who have extensive State program and administrative
experience. This collective experience allows us now as Federal ad-
ministrators to see both sides of the coin. Together we bring an un-
derstanding of this State perspective to the issues that I believe we
will discuss today. Each of us has experienced both the frustrations
and successes of the APD process, and because of those experiences
we are committed to providing leadership at the Federal level in
order to work with our State partners to improve and expedite the
approval process while maintaining integrity.

The development of successful computer systems is a joint re-
sponsibility of Federal agencies and their State partners. FNS de-
votes resources, both human and financial, to the development and
upgrade of State computer systems. In fiscal year 2002, FNS re-
ceived a budget allocation of $750,000 to enhance our ability to
support timely reviews and provide state-of-the-art technical assist-
ance on food stamp and WIC program State-automated systems,
and we expect to have those funds obligated before the end of this
fiscal year.

FNS and the States combined spend an estimated $340 million
per year on these State-owned and operated systems that are in-
strumental to the effective administration of the food stamp pro-
gram—this amount includes both operational and development
costs—while the WIC program, which is nearly 100 percent feder-
ally funded, spends about $145 million in Federal funds per year
on automated systems. A total combined Federal and State funds
of approximately $485 million per year is spent in support of this
area by FNS grantees.

Technical support can be used to strengthen project management
practices in order to reduce the risk of project failure and improve
project outcomes. Federal support, however, must be a coordinated
effort among Federal agencies to be successful.

I’m very happy to be here today with my colleagues from the De-
partment of Health and Human Services to hear their comments
on the working relationship that we must ensure with our State
partners. An example of that partnership is a site systems require-
ment reform project. The reform project was established among
DHHS, FNS and our State partners to better respond to the effects
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of rapid changes in information technologies and increased flexibil-
ity as a result of changes impacting our programs, such as welfare
reform. The vision of the reform project is to facilitate and encour-
age the use of information technologies designed to support State-
operated programs that drive significant improvements and effi-
ciencies, effectiveness and the delivery of services to needy house-
holds. The project seeks to insure a positive Federal-State partner-
ship. Arizona, Kansas, Maryland, Minnesota, New York, North
Carolina, Pennsylvania, Texas, and Virginia have participated in
these discussions.

The reform project is a work in progress that focuses on complex
issues. Most of these center around improving current methods and
processes for the APD approval and enhancing States’ flexibility
while optimizing Federal oversight. For example, some States have
indicated that Federal agencies are not sensitive to State internal
project approval schedules. This is a serious concern, especially for
States with legislative sessions that provide for minimum oppor-
tunity for program agencies to seek approval for project implemen-
tation and the finances to support the effort. We must be sensitive
to these timeframes and agree that there is room for improvement
as we strive to better accommodate States’ internal time lines.

We have been a strong advocate of the use of industry standards
and increased use of off-the-shelf software to reduce costs and
length of development cycles. We continue to believe that through
our joint efforts, Federal agency and States, greater efficiencies in
the review and oversight process will be accomplished.

The APD process is the established means for Federal and State
agencies to communicate about very complex acquisitions. By its
very nature, computer systems development demands the need for
close, trusting working relationships among all the parties. There
is a need for Federal and State agencies to share responsibility for
ensuring that the systems will work as promised to accurately es-
tablish and record the case information eligibility systems and to
deliver and reconcile program benefits. While the process at times
is frustrating, we are committed to a process that promptly re-
sponds to the requests of States for funding, while maintaining our
stewardship of the Federal funds and client access to our programs.
There are successes and improvements that we should always rec-
ognize, and it is important that we continue to buildupon our part-
nership with both our Federal and State partners.

Mr. Chairman, I truly appreciate the opportunity to appear here
before you today, and I look forward to working cooperatively with
this committee and our Federal and State partners to speed and
simplify the APD process. This concludes my remarks, and I stand
for questions.

Mr. TOM DAVIS OF VIRGINIA. Thank you very much.
[The prepared statement of Mr. Salazar follows:]
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Mr. TOM DAVIS OF VIRGINIA. Ms. Valicenti. Thanks for being
with us.

STATEMENT OF ALDONA VALICENTI, CIO, COMMONWEALTH
OF KENTUCKY, NATIONAL ASSOCIATION OF STATE CHIEF
INFORMATION OFFICERS

Ms. VALICENTI. Good morning. Mr. Chairman, honored members
of the committee, thank you for this opportunity to appear in front
of you one more time. What I would like to do is—by the way, we
have submitted testimony in writing, and we will actually amend
that and resubmit it because we’d like to cite some of the past work
that had already been done on the APD process.

Mr. TOM DAVIS OF VIRGINIA. Without objection.
Ms. VALICENTI. But what I do is I bring you a practitioner’s per-

spective, and a practitioner’s perspective is one that may be some-
what different from a policy perspective. But as you know, the
States today are moving very much into what I would call a one
stop/one screen environment, treating our citizens as customers, as
customers of the system. And as we do that, we have found, in fact,
what has already been echoed here over and over again, that indi-
vidual stovepipe systems do not lend themselves to such an envi-
ronment, and therefore, there are and have been identified two
issues which, in fact, are the impediments. One of them is the ADP
process, and second is the cost allocation model.

Now, you have already heard a great deal about the ADP proc-
ess, and it has been being worked on continuously to integrate the
forms and distribution. But allow me one small story from Ken-
tucky. You know, you have already heard stories about two print-
ers and two computers on a desktop. We decided a couple of years
ago that we needed a common desktop with a common set of soft-
ware to allow for much greater flexibility and support and, frankly,
to lower the cost of support. In order to achieve that, it took mul-
tiple trips, multiple answering of questions, the cabinet CIO mak-
ing trips to Washington to coordinate that process. So although we
have—might have worked on the form end of it, we have not yet
arrived at the practice end of it.

Recently I’ve had the opportunity to speak to representatives
from New Mexico, who, in fact, are also embarking on a one stop/
one screen kind of environment, with the opportunity for them to
look forward to integrating eligibility systems and working with
nine different agencies. Frankly, folks, they have narrowed that
down to three now and are equally as frustrated in trying to inte-
grate the three systems. Because of continuous questions, restart-
ing of the 60-day clock, they have backed off to three agencies and,
in fact, are talking about backing off of requesting any Federal
funds.

I bring you those two stories as examples of a practitioner. The
cost allocation process is one that was alluded to, but let me give
you one number. I asked a couple of people in my agency—and by
the way, we are very well versed in cost allocation not only inter-
nally in the running of the environments that we do for the Com-
monwealth, but also in allocating back the appropriate costs to the
Federal agencies. I asked them to estimate for me what percentage
of every dollar is, in fact, due to the cost allocation process. Un-
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equivocally I got 20 percent; 20 percent of every dollar goes back
to the cost allocation process. That is a very large number. That
is used in the delivery of the service and not in the service itself.
And let me make that point again: in the delivery of the service,
and not in the service itself. Those are staggering numbers, and
there might be many more scientific ways to do that, but when I
asked other people, that is pretty much the same number that I
get, 20 percent.

Not only that, but sometimes when we look forward to the more
sophisticated environment that we are moving to, which is the
Internet, to be able to provide some of the services over the Inter-
net, I have been told that number may, in fact, be higher. So con-
sequently, we have two processes that need additional work, the
APD process and the cost allocation process. I bring you those two
examples from a practitioner’s point of view.

I think NASCIO is very much in tune to being accountable, and
accountable from a State perspective, to the money that is allo-
cated, but, again, there is a huge environment which is changing,
and that is the environment of how we serve citizens, and that,
folks, requires our attention now. Thank you very much.

Mr. TOM DAVIS OF VIRGINIA. Thank you very much.
[The prepared statement of Ms. Valicenti follows:]
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STATEMENT OF LARRY SINGER, CIO, STATE OF GEORGIA, NA-
TIONAL ASSOCIATION OF STATE CHIEF INFORMATION OFFI-
CERS
Mr. SINGER. Thank you, Mr. Chairman. The members of the com-

mittee, and, first of all, I want to thank you for inviting me here
today. This has been a subject of intense interest of mine for many,
many years, and, in, fact I’ve had an opportunity—participated on
a variety of work groups, task forces with the agencies represented
here, with States from when I was in academia, and we’ve been re-
viewing this issue for many years.

I would like to take this opportunity to identify three issues or
three points, to make three points that I think might help us ad-
dress this. The first is that the review of information technology ex-
penditures associated with Federal program grants should become
part of the actual review of the program itself rather than through
a separate review process; second, that Federal funds should be
promoted and not only permitted to be used on program systems
run across integrated networks; and third and finally, Federal
funds should be authorized for the purchase of proprietary software
for programs with the understanding that custom development
software continues to be placed in the public domain.

All of these reforms will help State governments focus on the de-
livery of services to their constituents in a more effective and effi-
cient manner without sacrificing accountability, while reducing
costs to both Federal and State programs.

The first point regarding the review of IT expenditures. Cur-
rently all States’ program plans are reviewed by a Federal agency
prior to the receipt of Federal dollars. That process applies whether
the funding is for Medicaid, transportation or child enforcement.
All of those programs undergo appropriate and rigorous scrutiny.
Unfortunately, however, in addition to that scrutiny, information
technology expenditures associated with those programs oftentimes
have to go through a completely separate and additional review
process. The APD process requirements applied by HHS and De-
partment of Agriculture force States to submit separate and de-
tailed plans. They also force prior approval for related procurement
in addition to the plan approvals and for IT expenditures approval
prior to each procurement or project initiation.

Of all the Federal grant processes across the entire Federal Gov-
ernment, this APD process is by far the most cumbersome, expen-
sive, and perhaps provides the least value to the Federal oversight
and to the States. The APD process once had great value when it
was originally developed. It was developed around 30 years ago,
and it was developed around a time where the initial implementa-
tion of information systems to determine eligibility for Medicaid,
food stamps and general welfare programs, the AFDC programs.

With the rollout of eligibility determination responsibilities to
States, there was great fear among Federal authorities of whether
States would be able to handle large system deployments and pro-
curements. At that time the States were not using systems for the
other operating activities to any great extent, and the only real
public sector successes with large-scale information systems had
been with Federal programs such as Social Security and Medic-
aid—Medicare systems. As a result, it made a lot of sense to im-
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pose specialized reviews for IT to take advantage of the much
greater expertise and experience at the Federal level to assist
States and to provide assurance of State capabilities to spend funds
in a responsible manner when procuring or planning information
systems.

Today, however, States are the largest consumer of IT resources
in this country, larger even than the financial services industry, re-
tail and manufacturing industries, and, combined with local gov-
ernments, larger than the Federal Government. States understand
their environments, their associated risks, and all have established
procurement rules that are consistent with those imposed on Fed-
eral agencies by the General Services Administration.

In addition, the people at HHS charged with the responsibility
of reviewing these programs are no longer in many cases the same
individuals charged with responsibilities for the Federal systems
their agencies are responsible for deploying. Oftentimes they have
no IT experience and almost always have less experience than
those of their State counterparts.

What we’d like to suggest as an alternative to the ADP process
itself and is a more effective method of review, the approval of the
IT approaches and systems should be integrated with program
planning approaches at the beginning of the year. There should be
nothing special about IT expenditures when compared to other pro-
gram initiatives designed to improve programming performance. IT
expenditures should be considered just another tool to improve pro-
gram performance, no different than organizational changes, policy
changes, process change initiatives and personnel changes. Having
an integrated review process will foster a comprehensive under-
standing on the State change initiative by reviewing the entire
plan in context.

My colleague has talked a lot about the use of cross-integrated
networks. Interoperability is a major concern to every State. We
focus very much on integrated architectures, on using the Internet
to provide a seamless interface for citizens to share information
across agencies. But the APD process creates a tremendous barrier
to developing these common architectures. Also, the cost allocation
process, which it works pretty well when it comes to buildings and
personnel and others, isn’t a process that works very well when it
comes to allocating the electrons that cross across a common net-
work.

We think it’s very important that we get together with OMB and
the General Accounting Office and we look at something like a
CPU-based costing model or a cost-per-service model that allows al-
location on real, tangible, dividable items.

Finally, and I’ll make this very quick, there are currently restric-
tions at HHS against the use of Federal funds to purchase propri-
etary applications under the belief that this restriction will allow
States to transfer systems readily between one another, pay for the
system once. But what we’ve learned in the software industry is
that a market economy allows for sale of package software at a
much lower cost than custom development. We haven’t been able
to find a very good model for system transfer, and so in almost
every case on the programs that are under APD control we have
a preponderance of the systems that are developed as custom-built
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systems with a significantly greater cost than could be enjoyed if
we were to allow a vendor to make a system specifically for imple-
mentation on a particular program across the States.

So I’d suggest we look at those three points. I look forward to the
discussion. Thank you.

Mr. TOM DAVIS OF VIRGINIA. Thank you.
[The prepared statement of Mr. Singer follows:]
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Mr. TOM DAVIS OF VIRGINIA. Mr. Stauffer.

STATEMENT OF ROBERT STAUFFER, HEALTH AND HUMAN
SERVICE BUSINESS DEVELOPMENT MANAGER, DELOITTE
CONSULTING

Mr. STAUFFER. Good morning, Mr. Chairman and members of the
subcommittee. I am honored to have a few minutes to speak with
you today on the topic that is very important to Deloitte Consult-
ing, our State government clients, and ultimately the millions of
the citizens those clients serve.

Allow me to begin by saying I was involved in establishing the
original Federal approval requirements for information technology
grants management in the late 1970’s and believe that after more
than two decades, it is time to reform the process. It is a process
that has not kept pace with the changing technology needs of the
States and in some instances has hindered innovation, integration
and competition.

In the interest of time, I plan to focus on the issue of cost alloca-
tion and will provide some suggestions of Federal Government ac-
tion related. Cost allocation. Over the past two decades, the com-
bination of different Federal funding streams along with the fact
that some programs are entitlements and others are block grants
have influenced the development of very complex cost allocation
process formulas. Today HHS program integration is a focus
around the country. However, the existing cost allocation process is
a barrier to that integration initiative in almost every State.

State HHS integration efforts, which vary from State to State
based on what programs are included, are critical to improving
HHS program delivery throughout our Nation. Our recommenda-
tion is that the Federal Government develop a simplified cost allo-
cation process which reduces the number of formulas. This sim-
plification will encourage HHS program integration and hopefully
accelerate the funding process.

Steps for the Federal Government. We would recommend that
the Federal Government reform the approval process, and also rec-
ognize that is the required legislation in many areas; redefine their
role to focus on technical assistance and to develop performance
measures. We also suggest that HHS IT project standards be estab-
lished, and if a project meets those standards, that approval is not
required. Those standards should address project management
qualification for both the contractor and State project management.
Neither the project manager for the State nor the contractor should
be making their debut on a high-risk, high-cost project.

No. 2, require that the business side and the IT side of the
project be partners and sponsors. We believe there is a direct cor-
relation between project success with active participation on both
sides.

Three, realistic procurement dates to maximize competition.
Four, realistic project milestone deliverables and completion

dates.
Five, communication guidelines to maximize competition.
Six, risk management that includes active terms and conditions

to protect the State and maximize competition. Onerous terms and
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conditions such as unlimited liability, increase project costs and
frequently force quality contractors from bidding.

Next, procurement guidelines to outline when a planning con-
tractor can bid on the development project.

And finally, project outcome performance measures with the
high—with a focus on high-risk and high-cost projects.

We believe that any exceptions to the above, such as State pro-
curement practice, etc., would require Federal approval. With these
items clearly addressed within a new set of Federal standards,
States will gain the consistency needed, and competition will be en-
couraged. This cannot help but improve the process that has out-
lived its time.

Mr. TOM DAVIS OF VIRGINIA. Thank you very much.
[The prepared statement of Mr. Stauffer follows:]
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Mr. TOM DAVIS OF VIRGINIA. It looks to me that the key question
is, from a philosophical point of view, that government wants to
have its oversight and make sure this money is spent correctly and
efficiently. And on the other hand, in overseeing that, we seem to
have about a 20 percent loss in efficiency so as Ms. Valicenti said
what’s the tradeoff here? How much, if you didn’t have the same
kind of oversight, could you gain in efficiency, and how do you
maximize this for the taxpayer? And that is the crux that we will
try to get at a little bit today with some of the questions.

Let me start questioning with my fellow subcommittee chairman
on the government committee, Steve Horn from California. Mr.
Horn. Thank you.

Mr. HORN. Thank you, Mr. Chairman.
I was very interested, Mr. Stauffer, in your fine series of things

to look at. What specific steps can you recommend to rationalize in-
creased efficiency of the Federal moneys for information technology
grants? I just want to go down the line, see if anything’s missing.

Mr. STAUFFER. I mean, that was a list that I developed. I’m sure
it’s probably incomplete, and it probably needs to be worked. But
I think there’s a number of things the Federal Government really
adds to the process from a private sector standpoint, especially
about competition. There’s a number of procurements that you can
look at in the States that you’ll get four, five, six bids, and then
you will see a number that you’ll get maybe one bid. So there’s got
to be a whole look at that type of effort to ensure that there’s con-
sistency around the country from a private sector standpoint.

Mr. HORN. Mr.—I can’t see it through the thing there.
Mr. SINGER. Singer.
Mr. HORN. Yeah. Mr. Singer, you’ve had a lot of experience, and

what do you feel on that question, rationalizing and increasing effi-
ciency of Federal moneys for information grants?

Mr. SINGER. One of the issues that I think Clinger-Cohen ad-
dresses is a focus on outcomes is generally the best way of getting
the best efficiency for the expenditures of Federal dollars. We’re fo-
cusing on the wrong end of the process. I think, as Mr. Stauffer
suggested, if there were some specific guidelines up front that peo-
ple were required to follow, instead of the approval process, but if
there were specific outcomes established by Federal granting agen-
cies, that program outcomes, not technology outcomes, that are ex-
pected to be achieved with the expenditure of the IT funds and an
annual review of whether those outcomes are being achieved, and
if they’re not, then a more restrictive process of granting to the
States or an elimination of those Federal grants might be appro-
priate.

Unfortunately, when you focus on the IT expenditures them-
selves, separate from the program outcomes, you focus on the tool
rather than the end product.

Mr. HORN. Ms. Valicenti, anything to add to that?
Ms. VALICENTI. Congressman, I would like to echo maybe a cou-

ple of the things. One of them is really that the more we can do
to integrate information technology into the entire business plan,
the better. And that, my background being primarily in the private
sector, the more you can do, that the more successful you are at
the outcome. And the States that are doing that—and by the way,
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the States have begun to do that. In the Commonwealth now, we
actually do not have a separate IT plan. There is an IT plan,
though, that is associated with the business plan for each of the
agencies, because that in itself drives the oversight in focus on the
outcomes, as Mr. Singer said.

Mr. HORN. Mr. Salazar.
Mr. SALAZAR. Mr. Chairman and Congressman Horn, it would be

difficult to disagree with the statements made, and so I would echo,
and simply I think it is best said by Steven Covey, start with the
end in mind. And clearly we have an opportunity here to partner
with our States to craft perhaps performance standards that would
define the outcomes that we want to focus on as opposed to on the
process.

Mr. HORN. Mr. Friedman, want to add anything to that?
Mr. FRIEDMAN. I think just with regard to the interoperability

issue, I think one of the reasons why we haven’t been terribly suc-
cessful so far is the lack of national standards. We’re seeing with
HIPAA, the Health Insurance Portability and Accountability Act,
the opportunity to define standards which cut across the data silos
that we all live in. And so I think one of the critical things is in
addition to looking at the outcomes, make sure that there is na-
tional standards that facilitate going across the different programs.

Mr. HORN. Ms. Heller, Dr. Heller, anything to add?
Ms. HELLER. Thank you.
I agree with so much of what’s been said that I—there’s no need

to rattle off a list of all that I agree with. I do think it important,
however, to characterize where we are right now.

I don’t think we’re in a situation where the States are badgering
a reluctant administration to come into the 21st century. To the
contrary, I think that the characterization that was made earlier
be the work group sort of being stymied for a while has more to
do with the transition. That is what happens at the end of an ad-
ministration. People wait and hold their new ideas to try to pitch
them to the next crew, and I think that what you have now is an
eager crew of seven people like myself who have 22 years of State
and county IT development experience. Having been on the other
side, I think you’re going to see some increased cooperation and
partnership and progress made. It’s not that we have to be sort of
kicked into action.

Mr. HORN. Mr. McClure, GAO always has something else to add.
What are they?

Mr. MCCLURE. Well, Mr. Horn, if you look at Mr. Stauffer’s list,
it resembles GAO’s recommended practices for IT management, so
I think the list is a good one. If you compare that list to the re-
quirements of an APD, you’re going to see some match, and you’re
going to see some mismatch.

Referring to Aldona’s statement, form over substance, I think if
you look at the APD process and its requirements, it does expect
business-case-type needs to be presented. It does expect program
needs to be built in. So these things are not absent from the exist-
ing process.

I think what we have to look at is what are the problems caused
by the process versus the implementation of the process, and I
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think we’re finding that there’s issues in both areas, but it’s not all
one or the other.

Mr. HORN. The next part of this question, people will say, my
gosh, we’re not going to go back to that. When you’ve got a series
of small States that could benefit from a certain amount of working
together, is there any thought here that the smaller States would
have a compact where they could either have a center or whatever
it is? And, of course, with Governors everybody’s parochial, but it
could be that it might be a way to solve some of these problems.
What do you think about that?

Mr. MCCLURE. I agree, there’s nothing specifically that precludes
that from happening now. I think what you’re seeing is that the
governance process for funding and approval is not totally in sync
with that kind of mode of operation. It’s exactly the challenge that
is being confronted by the Federal Government in moving toward
electronic service delivery. Our funding and approval processing
are all mostly geared toward individual programs and agencies. So
the request for money, when it cuts across these boundaries, is
problematic for the existing process.

Mr. HORN. Mr. Friedman, you want to add something to that?
Mr. FRIEDMAN. Yeah. We have several examples actually where

small States are working together in the New England area, for ex-
ample. Let’s see now. New Hampshire, Maine and Massachusetts
are working on a collective pharmacy system. The State of Hawaii
is working closely with Arizona in terms of a collaborative center
in terms of Medicaid and eligibility.

So I don’t, frankly, believe that the APD process is an obstacle
to collaboration. I think there are other problems associated with
trying to make sure that everybody’s in sync, but I wouldn’t lay
that at the doorstep of the APD process.

Mr. HORN. I’ve found in my own university experience when I al-
ways would get out there and say, hey, let’s do this, and I found
that over time the beginning of the alphabet in Latin is no longer
any better. And I’d rather be the zebra at the end of the line and
take some of the shots, but hopefully that we would have common
sense when it relates to large things to do. And that’s what—what’s
your advice for any eager beaver that wants to get something done
and just wonder how you see these, because some people really
know how to get this done, and others don’t? And are they going
to have different committees that would work that and get it from
the national organizations and the agencies, so forth?

So is there anything in terms of which ought to be added besides
just the paper? Yes.

Mr. SINGER. Congressman.
Mr. HORN. Mr. Singer.
Mr. SINGER. In the last several years, the way systems are built

has changed pretty radically. Instead of what we have always done,
which are very large, complex, tightly integrated, hierarchical sys-
tems, which take a long time to build and a lot of money and you
plan them all at once and then you do it continuously without stop-
ping, we are now able, with the Internet and with Web services
and with object development, Java and Dot.Net, we are able to
build systems in components and little pieces. And while it may be
difficult for a compact of States, whether large or small, to agree
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on all of the issues on a total system, we find that especially as it
relates to Federal rules that are common that we all follow around
HIPPA and other activities, there are pieces of our systems that we
are willing to concede are identical from place to place, and it’s pos-
sible to reuse pieces of software and services.

A lot of our colleagues in the systems integration business, like
Deloitte & Touche, oftentimes bring reusable code with them when
they go from one engagement to another engagement.

I will disagree a little bit with my colleague about the APD proc-
ess. Because the APD process is so strenuous and that you have
to project cost allocation over the life of the whole project, it dis-
courages taking projects in incremental pieces, defining them as
separate projects, because each time you have to go through the
APD process again.

So I think perhaps your point of us working together is very
much a goal not only of NASCIO but of the vertical associations in
Health and Human Services and Transportation and others. But
there is a lot more collaboration in transportation and law enforce-
ment and other areas where the Federal agencies work as
facilitators of these common programs rather than as reviewers.

Mr. HORN. Do you believe that the Federal funding and procure-
ment regulations encourage—and this is a term I just detest, and
that’s ‘‘stovepiping.’’ I once spent 15 minutes to get 15 members of
the Civil Service to tell me what is their definition, and it was as
sad as when we started. And, anyhow, let’s talk about the work
against the transformation of government’s processes needed to
make IT investments successful.

Ms. VALICENTI. I would like to offer one more perspective, and
that is that we often talk about a common infrastructure. And let
me offer an analogy. We expect electricity to be there when we turn
on the light switch. And that’s the way it operates when we try to
turn on a program. We expect the infrastructure to be there, the
computing devices, the networks, the ability to plug in.

And it is very difficult to build an infrastructure in programmatic
thin slices or even robust slices. The infrastructure needs to be
built in such a way so that programs, when delivered, can plug into
that infrastructure. We tend not to build it every single time. When
we move into an apartment or a house, we expect electricity to be
there. And, frankly, when we add a new program, we expect the
infrastructure to be there.

This process, as we are practicing it today, makes it virtually
very, very difficult to build an infrastructure which is robust for
programs to plug into.

Mr. HORN. I think my time is up.
Mr. TOM DAVIS OF VIRGINIA. It is, Mr. Chairman. Thank you

very much. Mr. Schrock.
Mr. SCHROCK. Thank you, Mr. Chairman.
I thoroughly enjoyed hearing what you all said today, and I

guess I’m having a rough time knowing where to start; but I think
I’m going to start with Ms. Valicenti.

You said something about integrating three different systems, I
don’t know how you’d do that—with a lot of difficulty—and achieve
the commonality you want. Have you been able to do that in Ken-
tucky? And have the folks in Kentucky talked to Mr. Singer down
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south in Georgia, and have either of you talked to people like Mr.
Salazar out in New Mexico? Because I think what Mr. Horn is talk-
ing about, getting the States—you know, we don’t operate totally
within our States, we operate across borders. And if we can share
with one another and everybody is interoperable, the costs are
going to be less, the 20 percent won’t be there. How have you been
able to achieve that? Or——

Ms. VALICENTI. Well, first of all, the States all do talk to each
other almost continuously.

Mr. SCHROCK. Great.
Ms. VALICENTI. We share best practices. It may not sometimes be

in a very formal way, but very much in an informal way, many
times. When I gave the previous analogy about a common infra-
structure, that has probably been one of the first things that we
have done. We have leveraged each others’ experiences, whether
they are a procurement document which we freely distribute among
our fellow States, or whether it be a certain practice that we actu-
ally engage in.

It has probably been a bit more difficult with specific systems be-
cause of the way the systems were developed in the past and de-
ployed. They tended to be very specific to a singular State process.
And so let me talk about process for a few minutes.

Because of the way that States have evolved, their business
model practice has always been incorporated into the delivery of
system. Not only, for instance, how do I pay a check; because,
frankly, whether you pay a check in the public sector or the private
sector is pretty much the same. I think what we have done at the
State level is embellished that with years of tradition, and many
times that has crept into the way that systems have been devel-
oped. But I think when we take a process approach, which is sort
of strip away the practices and look at what are the key elements,
you will find that there is probably much greater commonality
among the States rather than differences.

I think what is evolving is the ability to deliver components of
systems or commercially built systems that in fact would address
those critical pieces, yet still allow for some configuration at the
State level, which is important to each State. And I think that’s
where the industry is evolving.

And when you ask about Kentucky, we have delivered a common
system for all agencies to do our accounting, our procurement, and
our budgeting; that it was not only a huge technical undertaking,
but a huge cultural change process where traditionally people have
had 20 or 30 or 40 different systems. So, if you multiply that across
the States, that is even a bigger challenge. But I think we are tak-
ing that challenge in small bites as we do the best practices.

So, when I talked about one stop or one screen, that is a practice
that I think that States have adopted from the private sector, be-
cause we all want to be treated as customers. And I think that our
citizens need to be treated as customers. And so asking them the
same questions 9 times or 20 times over is probably not what we
want to do from a customer service prospective.

But I think that there is a more serious issue here, and that is
when we have asked those questions, we have in fact duplicated or
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triplicated those systems, which have not had the same information
and, in fact, hindered us, how it worked.

Mr. SCHROCK. I don’t mean to keep picking on you. Mr. Stauffer
talked about change. How do you get people engaged to change?
You know, the attitude I’ve found—I’m a first termer, and every
time you talk to somebody up here, ‘‘Why do you do it?’’ ‘‘Well,
we’ve always done it that way.’’ I get so sick of hearing that, I
could scream, because that’s not going to serve anybody.

How do you get people engaged in trying to get this stuff
changed, so that you are operating at today’s level and not 20 years
ago, without having them stepping in the way and getting—causing
problems?

Ms. VALICENTI. Well, sir, I think that process has started, and
has started some years ago and, frankly, I believe will be contin-
ued. Because of the way that I think that States are operating, and
we are hoping that the Federal Government will operate in a simi-
lar manner, is that we bring people into positions who have pre-
vious experience or multiple experience to provide—whether it’s a
private sector view or whether it’s a public sector view or a State
view, to better understand that many processes are not that dif-
ferent; that they are probably the same, and we’ve sort of got to
figure out how to strip away all these trappings.

Second, I cannot find any substitution for leadership, and leader-
ship is one of the things that all of us, the State CIOs, are expected
to have. And, frankly, we take that from our Governors and we
take that from the Federal Government. So leadership is required
at multiple levels.

And I think that this—that the dialog that we are having here
is a very good one, because it in fact brings together multiple levels
of government to talk about the leadership issues.

Mr. SCHROCK. Mr. Chairman, I know my time is up. I would like
to ask a couple quick questions of Mr. Salazar.

Mr. Salazar, you mentioned you didn’t feel there was enough co-
ordination between the Federal and the State levels. I agree. In
your view, how could we correct that? That’s one question. I have
a second question after that.

Mr. SALAZAR. I think communication is always key. From my ex-
perience at the State level, I noted that we were always most suc-
cessful in the APD approval process, cost allocation formula proc-
ess, when we were most communicative with our Federal partners,
when we reached out to the Federal agencies far in advance of the
process and communicated with them on a regular basis and looped
them in, so to speak. We discovered that as a State, when we took
the approach that it was easier to ask for forgiveness than for per-
mission, we ran into roadblocks and difficulties and then threw up
our hands.

So communication is key, and there is always room for improve-
ment. And that’s true regardless of any issue one is dealing with,
is that ongoing communication.

The sharing of best practices is also key in the process. We have
experienced great successes at Food and Nutrition Service with the
deployment and development of electronic benefit transfer systems,
the E BT systems for the delivery of food stamp benefits; we have
seen multistate acquisitions that have taught us valuable lessons
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both in terms of the point that competition was stymied at times,
that costs rose when States got together and attempted to purchase
multistate acquisitions.

We have seen successes with the appointment of WICEBT sys-
tems. We currently have two multistate projects taking place. We
have six New England States currently developing and doing E BT.
Iowa and South Dakota are another model of two States who are
jointly doing single system development.

So it is clearly possible. With those activities we learn lessons in
terms of cost and competition.

Mr. SCHROCK. Mr. Chairman, just one very personal question.
I could not help but notice that wonderful water bottle you have

got there. I have been looking for one like that. Where in the name
of common sense did you get that? That is terrific.

Mr. SALAZAR. Mr. Chairman, Congressman Schrock, it was a gift,
and I will get back to you for the record as to where it was pur-
chased.

Mr. SCHROCK. Great. Thank you.
Mr. TOM DAVIS OF VIRGINIA. Just note, it looks like it’s under the

$50 gift limit.
Mr. SCHROCK. It does. It’s magnificent. I have been trying to find

one. Thank you very much.
Mr. TOM DAVIS OF VIRGINIA. Mr. Ose, do you want to followup

on that question, or are you going to pursue your own line here?
Mr. OSE. I have some questions having to do with that gift, Mr.

Chairman.
Thank you, Mr. Chairman. I have a couple questions at the mo-

ment.
Ms. Valicenti, welcome to the committee. A couple questions. In

Kentucky, the budget for IT services and programs is how much?
Ms. VALICENTI. We have a centralized budget of $60 million, and

then there is an additional budget of about $200 million within the
agencies.

Mr. OSE. And then on top of that, any Federal grants that might
be added?

Ms. VALICENTI. Yes, there are specific grants, and I’m not sure
that I can give you a number for that this minute.

Mr. OSE. Is the money—the money that comes from the Federal
Government through these grants, it’s very targeted?

Ms. VALICENTI. The money that comes from the grants is specifi-
cally targeted to programs or to certain initiatives.

Mr. OSE. So if the State of Kentucky had a certain initiative it
wanted to do, it could apply for a grant; and then, if it received the
grant, it could take those moneys and dedicate them to that initia-
tive. And, if I understand the testimony, thereafter the operating
costs would be 50/50.

Ms. VALICENTI. Yes, sir, if that is the structure of the grant. It
depends on what the grant requirements are. In some cases, the
grant may in fact require a match; others require a match in kind.
So there’s various grants.

Mr. OSE. So it varies all over the border?
Ms. VALICENTI. Yes, it does, sir. And it varies from agency—from

department to department. Justice may have a different structure
than HHS.
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Mr. OSE. Now, I noticed in the testimony, particularly from Mr.
McClure, that the grants are focused primarily in three areas—ac-
tually, two areas, the Department of Health and Human Services
and the Department of Agriculture that you reported on within
your testimony.

Mr. MCCLURE. That’s correct.
Mr. OSE. And I noticed in your testimony a reference to Califor-

nia. I obviously have an interest there. And we have a curious situ-
ation exists in California relative to a certain IT issue having to
do with acquiring licenses to use IT that we don’t have employees
to use.

My question is how does the Federal Government protect itself
from the kind of folly that occurred in California? In other words,
we don’t want to write a check for $95 million and then have the
Governor buy licenses to use software, the total number of which
the licenses exceed the number of State employees by a ratio of 2
to 1. How do you protect against something like that?

Mr. MCCLURE. I think it’s a good question that goes back to
something that we should factor in, and that is how do the State
processes work reviewing those kinds of issues compared to the
Federal processes? And are they in sync so that they are not out
of connection with one another?

Mr. OSE. It would seem to me that the money—whatever the
money is, it’s fairly fungible, in that—in the sense that the State
could take its resources and move them in order to make room for
a Federal grant. And this is where—I’m thinking holistically, much
as you are, and I appreciate you mentioning this. So I would like
to hear your answer at length.

Mr. MCCLURE. Well, I will continue to expand on it as much as
I can. I think, again, you have to remember that State spending
for I T—and we have State folks here—are also subject to review
and regulations that are passed by the State. So that it’s not just
a question of how much latitude you have in the use of the Federal
dollar, it’s also what are the requirements for the use of the State
portion of these—of the State portion of spending in these projects
as well. And there can be differences because of differences in State
law and Federal law, except where the entity is asking for funding
from both at the same time, and they are laying out the argument
where this money will be spent, for what specific purposes, and
what will be allocated to the State share and what will be allocated
to the Federal share.

But I think we have a lot of information on what’s working and
not working in the Federal review process, and it would be inter-
esting to ask of the States what’s working and not working among
the State processes that could be best practiced, that we could
emulate more of, so that when we resolve these issues, we are
working from both ends. And I’m not sure that’s adequately being
done.

Mr. OSE. Ms. Valicenti, would that work?
Ms. VALICENTI. Sir, each State has procurement laws which in

fact are—probably have more commonality than differences. And in
many cases, the States have adopted some of the Federal procure-
ment regulations, schedules, etc. If I may be so bold as to comment
on the California case that you cited.
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Mr. OSE. I would appreciate any insight to that you can give to
that $95 million——

Ms. VALICENTI. I would say that maybe there is one where there
was inadequate oversight about the requirements for the State. As
you mentioned, a number of licenses. For instance, enterprise kind
of agreements are done by the States all the time. We do them in
our State. We do them with a great deal of foresight on trying to
figure out what is going to be our future deployment of systems
and where do we need such software and a schedule of when that
software might be needed, so that when we do that kind of procure-
ment, that we have some knowledge and foresight about the de-
ployment.

The issue, it appears to me, in California was management over-
sight; then, maybe, inadequate looking at the numbers.

Mr. OSE. You can understand my concern.
I did pull from CRS, Mr. Chairman, a list of the IT grants for

fiscal year 2001 that California received. The total exceeds $120
million within just two departments: one, the Department of Edu-
cation; the other, the Department of Commerce. I just—I mean,
this issue of oversight is—obviously, that’s why we are all on this
committee. But it’s such a shame that California has squandered
$95 million at this point, when we have established practices in
other States where we could completely avoid this issue. I would
hope that we would not go away from this as we go into the days
ahead. And I know my time has expired.

Mr. TOM DAVIS OF VIRGINIA. Thank you. And I think that the
California issues could be adequately aired over the coming months
in California, from my reading on it.

Mr. OSE. I guarantee you.
Mr. TOM DAVIS OF VIRGINIA. Let me make a comment and then

ask some questions.
First of all, IT is ubiquitous now in government. I met with a

group of Burger King franchises, and I said, ‘‘Well, how’s the burg-
er business?’’ and they said, ‘‘Well, we are not in the burger busi-
ness. We are an IT company. I mean, burgers is our product compo-
nent, but—’’ and then they just walked through the way they get
to it. And it’s not that you are an IT firm or you are not an IT firm.
Technology just permeates everything we do in business, and it’s
getting that way in government.

It’s not quite the same in government yet, and that’s why we
have some of these inefficiencies and are still developing. And the
fact of the matter is, when we make laws and go to conference and
pass it, the State and local governments aren’t at the table in the
conference. Now, some of us who have served at State and local
governments are there, and it occurred to us along the way how
this could be implemented downstream.

But the fact is, many times that’s the last priority when you are
trying to get out of a conference and resolve difficult issues. And
the result is a lot of rules and regulations that, frankly, when you
move them downstream to the people we’re asking to implement
than at the State and local level, they don’t work as efficiently as
they might. And we tend to err on the side of oversight.

I’ve said before, and it’s been said by others, that we spend lit-
erally billions of dollars making sure that public officials, politi-
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cians, and people in the bureaucracy don’t steal money, and we are
fairly successful at that. But the result is that they can’t do much
of anything else either.

And what risks are you willing to take to allow people out there,
who are trained to do things, to do their job without having to
check and write reports for everything they do and allow them to
be efficient?

And if, in fact, Ms. Valicenti, your number, 20 percent, is correct,
that’s too high a price to pay. I would rather allow people out there
to make their own moves without the oversight than pay a 20 per-
cent cost to oversee everything they do and trying to get at what
that right balance is.

Now, obviously, we’d like to have oversight, we’d like to have ac-
countability. We don’t want to just throw money out the door to
State and local governments without knowing where it’s going, how
it’s being spent; if it is for its intended purpose? But if you are pay-
ing a 20 percent premium to oversee this, that’s a lot of money.
And no wonder people sometimes don’t feel they are getting their
money’s worth for the taxes they pay if that’s the kind of oversight
they get. I just think we can do a better job, and I think that’s
what it’s all about: finding the right balance.

So nobody is wrong here, but I think where it is a situation is
when you have identified some glaring inefficiencies where it
doesn’t work. And I think we can start when we are writing legisla-
tion to do a better job up front so that in the future, as we write
additional rules and promulgate additional regulations, we are not
creating a burden downstream. As was said, you should start with
the end in mind. We don’t always do that when we are implement-
ing these issues.

I guess I have a couple questions as we move through. Is there
a way that somehow we could build more flexibility into this proc-
ess without having to rewrite everything? Are there a couple sim-
ple lines we could put in somewhere that would allow people like
Dr. Heller and Mr. Friedman to allow more flexibility in overseeing
this so that they don’t have to have two terminals at a desk where
the State—or council of State governments, or a group of States
could come to you and say, ‘‘Look, here is the way we like to do
it; can you give us a waiver?’’ Where we could give a kind of blan-
ket option for you all to do things in a very practical, commonsense
way?

Ms. HELLER. Certainly. And I think it’s already underway. I
think we have to be careful not to set up straw men, as if the exist-
ing requirements are preventing anything good and novel from
happening. Already the cost allocation methodology, for example,
permits cost allocation based on caseload or function or develop-
ment costs or data element counts or screen counts or any other
methodology that a State can make a case for.

The majority of States already have integrated their eligibility
systems for TANF, Medicaid, and food stamps. In four States—
Florida, Nevada, Maryland, and Rhode Island—the child support
program is already integrated. Georgia, North Carolina, New Jer-
sey, New York, have under development enterprise-wide systems
that include portals for accessing from multiple systems.
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In other words, I don’t think it helps the discussion to set up the
straw man of having three computers on everyone’s desk.

Now, on the other hand, is it difficult to get there? Are there a
lot of processes that could be streamlined in terms of having to fill
out reports multiple times? Sure, I think there’s improvements that
can be made. Some of what’s been said on focusing on program out-
comes instead of more ritualistic, procedural things ought to be a
big help to make sure that kind of thing happens. I just think we
ought to be careful not to oversimplify or set up a straw man. We
can all nod approvingly at words like ‘‘more efficient review proc-
ess’’ and ‘‘maximizing competition,’’ but we have to realize that
when you make a more efficient review process, you sometimes get
less competition.

So we shouldn’t oversimplify how these concepts hook together.
I mean, the story we heard about California made us say, yes, over-
sight is a good thing. But we have all been talking about how to
administratively get less oversight. I just think we have to be—the
differences are subtle and they’re complex, and it’s a question of
having the will to sweep the debris out of our way without sacrific-
ing the concept.

In answer—the short answer to your question is, yes, of course
there are things we can do to streamline this, short of rewriting ev-
erything.

Mr. TOM DAVIS OF VIRGINIA. Well, maybe there is some flexibility
we can give you legislatively that right now you don’t feel you have
when State and local governments, maybe other Federal agencies,
come to you at the end of the day. You would hopefully exercise it
judicially, but we could end up with some reasonable outcomes.
There needs to be a sniff test, a common sense test, for whether
something is working or not. And I think there are enough stories
out there that are well documented that don’t pass the sniff test
because of this.

It’s nobody’s fault. You don’t think everything through when leg-
islation is passed, and another set of laws are passed and another
set of laws. And, Dr. Heller, you weren’t here to write any of those
laws; you were in Pennsylvania or doing something else when all
of this was done. So I don’t think you have to go overboard defend-
ing. We are just constantly improving.

Ms. HELLER. I think you are absolutely right about common
sense. The basic idea of the planning and approval process is a fea-
sibility analysis of the project, assurance that alternatives were
looked at and cost/benefit analyses were done to make sure that
this was the cheapest and best alternative, a project management
plan, a schedule of budget. Those things are—any private sector as
well as public sector IT project would be expected to have. Now,
over the years, we got a lot of forms and we got a lot of dates and
repetitive processes and——

Mr. TOM DAVIS OF VIRGINIA. Well, technology changes too. I
mean, we have to constantly review it. Look, you know, you read
about the history of Federal procurement. We go back and forth
about too much oversight, and then it gets too burdensome, and
then we swing back the other way and give it to the guy at the
desk; and then we don’t train the guy at the desk who’s making
the decision, and you get some mess-ups and so you go back.
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It’s hard to get the right balance, particularly in a time when
technology continuously evolves, when our needs continuously
evolve, and to try to get it right. And I think, appropriately, we
continue to ask questions.

But if, in fact, what Ms. Valicenti has said, that it’s about a 20
percent markup to oversee it, that’s, I think, too high a price.

Ms. HELLER. I want to state for the record that I’m not nec-
essarily accepting that as a fact.

Mr. TOM DAVIS OF VIRGINIA. I understand. But you haven’t come
up with any numbers. She has come up with it just through an in-
formal survey of her people in Kentucky. So we will stick with it
for now.

Ms. HELLER. Well, it turns out that they’re a lot more sensitive
about Federal people making up and inventing numbers than they
are about State, in my own personal experience. But I think there
is a genuine will, as I said, to clean the debris out of the way ad-
ministratively, to whatever extent possible, to make this make
more sense and to make it responsive to modern realities like off-
the-shelf software and so forth.

Mr. TOM DAVIS OF VIRGINIA. Well, I headed a county govern-
ment, Fairfax. It has the second-largest county budget in the coun-
try. In fact, not to brag, but during our tenure we were the second-
best financially managed in the country, my last 2 years there as
head of the government before I came to Congress.

Mr. OSE. Mr. Chairman, and I can tell you—would you yield?
Mr. TOM DAVIS OF VIRGINIA. Yeah. Well, I was on a roll, but

that’s OK.
Mr. OSE. The rest of us during that period of time in that coun-

ty—who was in charge?
Mr. TOM DAVIS OF VIRGINIA. I was in charge.
Mr. OSE. That’s what I thought. Thank you.
Mr. TOM DAVIS OF VIRGINIA. Thank you very much. Did you hear

that? I was in charge.
But the fact is, we had a lot of State burdens on us, a lot of Fed-

eral burdens on us, and we thought we could do a better job. We
thought we were pretty hot shots. But the reality is, as IT becomes
more interwoven into the fabric of everything we do, and inter-
communicate between governments at all levels, we’ve just got to
get better about it. And the culture has not been thinking about
how we do that, it’s just getting these rules and regulations out
there so we can get services to the people. And I think we now are
going to rely on people like you to get us to the next level. That’s
all I’m saying.

Ms. HELLER. I appreciate that. And, frankly, optimistic because
there are people like us who share experiences. I mean, I’ve man-
aged State IT projects and you’ve managed State—we’re coming
from—we’re sitting in different seats, but we have had the same
handful of formative experiences.

On the other hand, I look at a State right now that has a single
bid on a project that’s going to exceed $1 billion, and the vast ma-
jority of it is going to be paid for with Federal funds, and I’m frank-
ly glad that I have the authority to ask for a cost/benefit analysis
and insist that the State compare what they are going to build
from scratch.
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Mr. TOM DAVIS OF VIRGINIA. Sure.
Ms. HELLER. With what they can purchase that’s already been

built by another State.
Mr. TOM DAVIS OF VIRGINIA. Sure. And let’s face it, some States

do a great job. And Kentucky and Georgia are very good States,
with Governors that put a lot into the governments, and some
States are still the Wild West; some localities are still the Wild
West when it comes to this. I’m not mentioning anybody by name.
I don’t think that’s appropriate.

But I was also general counsel for a large contractor, $1 billion
a year, and we worked with many State and local governments.
And you’d go into procurements in some of these cities and coun-
ties, and you never knew what the rules were or how they did it.
And a lot of it is just telling what the requirements are. Huge prob-
lems come around.

But what I’m asking all of you—and you don’t need to answer
this here today—is if you can come up with some specificy lan-
guage enabling legislation that just gives you more flexibility at the
Federal level to fix the problem right there, instead of saying,
‘‘Sorry, the regulation says I can’t do it.’’ I think that could be very,
very helpful because, frankly, Dr. Heller, I would trust you to make
that decision better than I would or the legislature. You are
trained, you have an experience factor.

And there are some times you may not have the flexibility to get
something past the sniff test. That’s all I’m saying.

Ms. HELLER. I’d appreciate the invitation.
Mr. TOM DAVIS OF VIRGINIA. And if you can think of that, we

would be very interested in hearing about it, and I know our State
and local governments would be as well.

Mr. Schrock? He’s chomping at the bit.
Mr. SCHROCK. Mr. Chairman, let me followup on the oversight

thing for just a second. I agree with what Dr. Heller said. But let
me ask Ms. Valicenti, the 20 percent you talked about—you will
probably regret ever mentioning that 20 percent—but that 20 per-
cent, was that because of the oversight and reporting procedures
you were subjected to? And, if not, how much of that 20 percent
was that?

Ms. VALICENTI. Sir, it was very formal, so I have no scientific
basis for it. But it is—but it also—it is. It’s the oversight, it’s the
process, and it’s also the cost allocation, which, by the way, is fairly
rigorous and onerous. I run the single largest computing environ-
ment in the Commonwealth of Kentucky, larger than any of the
private sector. I allocate back to the agencies; the agencies reallo-
cate. So, consequently, when you take all that allocation back, 20
percent may not be out of line.

Mr. SCHROCK. Thank you.
Mr. TOM DAVIS OF VIRGINIA. Anything else anyone wants to add

down here? I had some other questions, but I think we have got-
ten—yes, David.

Mr. MCCLURE. Mr. Chairman, I think you hit it right on the tar-
get. I think there are a range of things that can be done, and we
need to keep that in mind. It’s not a single thing that you magi-
cally change and this process gets better. There are some simple
things. As neutral observers of this process and doing this work,
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there are some simple things that can be done to improve the effi-
ciency by which it works. One of them is just the consistency in
what is submitted by the States. If there could be an agreement
on some standards that the States would adhere to and there
would be a clarification with the Federal folks as to what would be
submitted and what it should look like, that in many instances
could resolve this back and forth——

Mr. TOM DAVIS OF VIRGINIA. That’s a good point. I think the
States are trying to get there. And, in fact, if they meet this cri-
teria, they get rewarded for doing that. And I think they have tried
to do that. I don’t know if, Mr. Singer, you wanted to address that?

Mr. SINGER. One of the difficulties——
Mr. TOM DAVIS OF VIRGINIA. We are not 100 percent there by

any means.
Mr. SINGER. But one of the difficulties with that is—I think part

of what makes this country great is that each of the States be-
comes isles of innovation. The technical approaches that we are
taking in Georgia, for example, of an integrated architecture,
which, as much as I complain about the APD process, we got a lot
of very good feedback from HHS in that. But I think they will
agree it was fairly unique as to what they have seen at this point.
And we are working very closely with our colleagues who are ob-
serving what we are doing to determine what they can learn from
our actions. And I think the difficulty of requiring standardization
is that you want to be careful not to suppress innovation.

The suggestion the chairman made of allowing flexibility by the
folks at the Federal level I think is very important. That was a
particular case where we asked for some flexibility for people to
consider this architecture before the individual system, and the
folks at HHS really did give that flexibility. They looked at the ar-
chitecture separately from the application and then put the two to-
gether.

I guess the difficulty is that sometimes that’s applied and some-
times that’s not. And I think the reason we are talking about HHS
right now is Department of Justice, for example, doesn’t have a
specific APD process that every program follows. But different pro-
grams have a different level of rigor, depending on the type of sys-
tem and the type of funding. Because of legislation, HHS is re-
quired to use the same APD process regardless of the particular
grant. And I think that’s really the inhibitor, is they don’t have the
flexibility. You have to go through the same process; sometimes it
makes sense, sometimes it doesn’t.

Mr. MCCLURE. And I would agree, Mr. Chairman. And I didn’t
mean by standards, that a standard be applied to everyone. I think
standardization in the information being submitted would be a
great step forward, because there are tremendous inconsistencies
in what is being submitted that really dictates a lot of the back and
forth.

Mr. TOM DAVIS OF VIRGINIA. The difficulty there, of course, is
that people keep the records different ways. And sometimes you
ask for something that people don’t keep, and that just needs to be
worked through.

Mr. MCCLURE. Exactly.
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Mr. TOM DAVIS OF VIRGINIA. Also, the State and local govern-
ments are the laboratories of democracy in which we learn more at
the Federal level. That’s where the innovation has taken place. It’s
not usually at the Federal level. It’s taking place at these other
areas. But I think that what we’ve suggested here can try to com-
plement everything together. And I think as long as we have
adaptive, innovative, intelligent people at the Federal Government
that are not unwilling to bend over backward sometimes to make
it work, to basically start with the end in mind in terms of the way
they think, this could work very, very well.

It’s when people at the Federal level are afraid to make any
changes because if something goes wrong, they are to blame. I
mean, a lot of times the rewards are perverse if something goes
wrong. But if you do the same old, same old, nothing——

Mr. MCCLURE. I think it’s important, Mr. Chairman——
Mr. TOM DAVIS OF VIRGINIA. It’s a cultural issue.
Mr. MCCLURE [continuing]. To also recognize that the process

does work well in some State/Federal relations.
Mr. TOM DAVIS OF VIRGINIA. Absolutely. Most of the time. Look,

it does most of the time. I don’t think anybody here is denying that.
But, you know, there is a value added here to the taxpayer that
is, I think, in the billions if we can just do this right.

Ms. HELLER. Thank you. I just wanted to echo Mr. Singer’s point
about the Federal agencies being responsive to what the State is
doing anyway, rather than imposing a standardization. To the ex-
tent that we can, we have tried to move in the direction of accept-
ing as our documentation, the documentation that already had to
be produced under State rules.

Mr. TOM DAVIS OF VIRGINIA. All I’m saying is we may be able
to put some catch-all language in here, either specific legislation as
we rewrite it in the future, or across the board in some of these
areas that gives you a little more flexibility; that maybe if we gave
you a little more flexibility right now in working with the States,
we could save some money for everybody. That’s really what we are
after here, because time is money.

Ms. HELLER. I’m new at this, and I don’t know the etiquette. Is
it permissible for me to ask my colleagues on the panel a quick
question?

Mr. TOM DAVIS OF VIRGINIA. Well, we generally don’t do that.
Why don’t you ask me a question, and then I’ll ask it.

Ms. HELLER. All right, I will be happy to. One of the things that
did not come up in any testimony that is a big thrust of our think-
ing right now about how we review projects has to do with data se-
curity and privacy safeguards, and we see that as an important re-
sponsibility we have. And it is of interest to me what these knowl-
edgeable people have to say about the Federal rule in that.

Mr. TOM DAVIS OF VIRGINIA. Well, I wonder if anybody on the
panel would like to address that issue.

Ms. HELLER. Thank you, sir.
Mr. SINGER. Well, I will be happy to start. I know Ms. Valicenti

has spent a lot of time on this. It’s probably the toughest nut to
crack for the States right now. Like the Federal Government, espe-
cially if you are a southern State, we have sunshine laws that
shine very brightly on all the information that we have. Our open
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records laws are incredibly open, and we have a tremendous deal
of—amount of difficulty dealing with the balance between security,
interoperability, which is specifically to promote the sharing of in-
formation, and with open records. There the security models that
have been developed for the private sector oftentimes don’t apply
terribly well in the public sector. So there is a tremendous amount
of work.

We are working very closely, NASCIO with the Office of Manage-
ment and Budget, to establish a security practice for State and
local government like we have for the financial industry and others
to allow the sharing of information, to allow sharing of best prac-
tices. But there is by no means a pat answer to how to solve this
yet.

Ms. VALICENTI. Let me comment in two areas. First of all, I
think that as you probably well know, 47 of the States are in seri-
ous financial need. In the one area that most States, including
ours, has still continued to make investments in this, in the whole
area of security, security of the infrastructure, and then security of
individual systems. And.

So let me address these really as two separate issues, because se-
curity of the infrastructure is one that we deal with every day.
That manages how we get to our e-mail, that manages how we get
to offnet access and all of that. So there are physical practices
there. There are also investments that are being made in software
and in hardware to make that much more secure. And we are
working with many of the Federal agencies and offices, including
the Homeland Security Office.

I think in the area of systems—and I distinguish this more be-
cause I think this is the area where maybe some additional ques-
tions could be generated to make States aware that in systems de-
ployment, security needs to be part of the planning process, not an
after-thought, after you have deployed the system. And I think this
is one area where we could all work together with the Federal
agencies to help us to do that better.

I think the States recognize that now, but in many cases it may
be the programmatic people or the business people that say, well,
forget about it; think about that afterwards, because it is a more
serious investment, in many cases an investment upfront that
sometimes people are not willing to look at. So I think in that area,
there would be a tremendous amount of help by doing that.

In general, the privacy issue is an issue of how information is
disclosed and who has access to that and the amount of the citi-
zens’ control over their private information. The States today are
making a tremendous amount of effort to understand how the data
is disclosed, to understand how the data is sold, because in some
cases the decisions have in fact been made at a very low level in
a Cabinet or an agency.

So I’m not sure that there is a good answer yet about the privacy
issue, but I think that this is one which is continuously imbalanced
today. How do we make our environment more secure and at the
same time still provide the citizens the privacy that they expect?

I do know, though, that there is one thing that is probably un-
equivocal, and that is the citizens will hold the States to a much
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higher level about the privacy of their data than, frankly, any of
the private sector.

Mr. TOM DAVIS OF VIRGINIA. All right.
Ms. HELLER. Thank you for your courtesy.
Mr. TOM DAVIS OF VIRGINIA. Thank you.
Do you want to add something, Mr. Salazar? And then I’m going

to ask Mr. Stauffer for the last word, as our private consultant
here has no ax to grind, so I’m going to——

Mr. SALAZAR. A very personal observation, Mr. Chairman. It was
not long ago that I was notified by an Internet-based vendor that
somebody had breached their system and obtained numerous credit
card numbers from consumers, mine included. And the concern was
that information had been released or obtained. Sure enough,
somebody was attempting to purchase things with my credit card
number; caused me to question who controls the flow and the secu-
rity of this information.

In this knowledge-based, fast-paced, high-tech economy, we all
want to do business at the speed of thought, not necessarily at the
speed of government. But we are government, and we are held to
a higher standard than those of the common consumer market-
place. And so I caution that we, at the risk of being cliche, not
throw the baby out with the bath water, because the APD process
by its very nature is designed to ensure those issues of security and
integrity. Albeit labeled by some a necessary evil, it is necessary
nonetheless. And there is clearly room for improvement, but let us
recognize and be thankful that we maintain those securities of
sorts.

Mr. TOM DAVIS OF VIRGINIA. Thank you.
Mr. Stauffer, I have one question for you. I’m wondering if you

could try to give me your opinion on the issue of a State’s inability
to purchase proprietary systems with Federal dollars. Are there un-
intended consequences that arise because of that prohibition?

Mr. STAUFFER. I believe there are unintended consequences. I
think, for example, history will—I guess, to back in time. I’ve been
in this business a long time. Both at the Federal level and now in
the private sector, there were initiatives around transferring tech-
nology from one State to another. And there was a sense that we
had to keep the technology and software in the public domain so
we could move it from one State to another. And there’s, you know,
those varying degrees of success in that whole effort. And, in fact,
some successes that were of note would be, say, the Commonwealth
of Virginia being able to transfer a child welfare system from Okla-
homa without using a contractor. So they were able to get the code
from one State to another.

When you start using proprietary software—and I believe we
should be using it a lot more effectively, and I think what we are
doing now is holding back some of the innovation. You mentioned
SAP, the ERP, CRM; those kinds of applications have to be at least
considered now to—as part of the solution. And in fact—and there
is a State that we just recently bid on—and I won’t mention the
State or the company—that we actually bid a proprietary-type soft-
ware package that, you know, would be approved by the Federal
Government under a new way of looking at that kind of technology.
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So I guess the long and the short answer is, it’s time to look at
using this type of software, and keep our head—take our head out
of the sand that we have been doing, you know, as a result of the
past.

Mr. TOM DAVIS OF VIRGINIA. Before we close, I want to just take
a moment to thank everyone for attending this important hearing.
I think it’s very useful to me and the other Members. And for the
record, I want to thank Representative Turner and the other Mem-
bers for participating. I also want to thank my staff for organizing
it. I think it has been very productive.

If you have any additional thoughts, particularly on language
that would give you more flexibility, we would be happy to put that
in the record or keep it out. But if you could get that to us in the
next 10 days, that could be very, very helpful to us. We would so-
licit that from any of you, OK?

Hearing nothing else, the hearing is adjourned.
[Whereupon, at 11:44 p.m., the subcommittee was adjourned.]

Æ
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